
Honorablechairandcommitteemembers

Testimonyby ShawnSlocum

I would like you to considerBill 12 foryourapproval - -

Act 44,(Bill 44)ofthe lastyear,wasapprovedbythecouncil,toexclude“gentlemanfarmers”~mthe~
dedicationofagriculturallandattheagriculturaltaxrate In thedefimtionoflivestock,horse~was
omitted.

Manybills, introducedby thetheCity andCountyor Statehavehadacommaorperiodin thewrong
place,whichchangetheintentofthebill. Omissionsand/orinclusionsofwords,definitions,etc., have
also changedtheintentofbills. Theendproductsarelaws, acts,which arenot the intentlawmakers.
Theymaybeunfair, and/orunenforceableby theworkersoftheseagencies.

I truly believethat“horse(equine)boarding.stablingandriding facilities” wasoverlooked.In the
definition oflivestock. Horseswerenot included. Theabovequotedareais truly an agricultural
business/orenterprise,notagentleman’sfarm (thefederalgovernmentdoesrecognizethis asan
agriculturalbusiness).

Bill 12 correctsthis omission.

PleasesupportBill 12, to accepttheagriculturalbusinessoftheaboveasaqualifieddedicated
agriculturalusage.

Pleasereferto theattachedimpactoftheequineindustryin Kentuckyagriculture.

Mahalo,andthankforyoursupportofBill 12.

MISC. COM. 653
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History of theKentuckyHorseCouncil

The first council

TheKentuckyHorseCouncil wasoriginally createdasan independentagencyofstate
governmentvia legislationenactedin 1974.Perhapsthefirst KentuckyHorseCouncil’sgreatest
contributionwascompiling importantreferencedatarelatedto theequineindustry,including:
“Kentucky EquineIndustrySurvey1977;” in 1980, thefirst “KentuckyEquineIndustry
Directory;” andtwo monthly news-basedpublications.Despitethemanycontributionsofthis
first council, thestateagencywasabolishedon June30, 1984,asaresultofthestatebudget
constraints.

A newbeginning

Eight yearspassedwithout astatehorsecouncil in Kentucky.Finally, in thewinterof 1992,a
grassrootseffort to combinethevoicesandinterestsofall horsementookhold. The impetus
behindtheresurgenceofinterestin there-formationof ahorsecouncil wasthewidely
recognizedneedfor horsemento bandtogetherin supportofall horsebreeds.

TheKentuckyHorseParkspearheadedthecoordinationofa meetingto discusstheconceptofa
newhorsecouncil to be privatelyfundedandnon-governmentallylinked. Articlesof
incorporationandbylawsfor theKentuckyHorseCouncil, Inc. weresignedin March 1992.True
to theoriginalKentuckyHorseCouncil’smissionofrepresentingthe interestsofall breedsand
disciplines,executiveboardmembershipis limited to no morethantwo representativesof any
breedor discipline.

Mission

TheKentuckyHorseCouncil,Inc. is anon-profitorganizationdedicatedto theprotection,
promotion,growthanddevelopmentoftheequineindustryandservesasa focalpointfor
legislation,education,andcommunicationin Kentucky.

Communication

To improvecommunicationwithin thestate,theKHC hasdevelopedawebsitedesignedto be
windowto Kentucky’shorseindustry.Thedynamicsite is asourcefor issuesimpactingthe
industry;eventsandhappenings;horsespecialists,trail information,andmanyotheritemsof
interest.Thewebsiteis http://www.kentuckyhorse.org/

The horsecounciltoday

Today,theKentuckyHorseCouncil is amembership-basedorganizationwith over300
members.With morethan 135horsegroupsbasedin thestate,theKentuckyHorseCouncil is
proudto serveasavoicefor themall. Severalactivecommittees,education,OpenStableDay,
legislative,membership,andtrails, continueto shapethedirectionofthehorseindustryin
Kentucky.
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ExecutiveSummary

The equine industry is one of the key componentsof the Kentucky
agriculturalindustryandthestateeconomyoverall.Theindustry generatestens
of thousandsof jobs and hundredsof millions in worker income in a wide
variety of careers that include farm manager,sales, marketing, veterinary
services, and farm laborer. The equine industry is an important part of
Kentucky’s largesteconomies,including the Louisvffle and Lexington areas.
However, the industryalso createsopportunitiesfor earningsand employment
throughoutKentucky.

Citizens and policy-makersin Kentucky generallyunderstandthat the
equineindustry hasa substantialeconomicimpact. The size andnatureof the
impact, however, must be measuredto make a concretepresentationof the
industry’s influence.To makethesemeasurements,theKentuckyHorseCouncil
issuedaRequestfor Proposalsfor aneconomicimpactstudyandcontractedwith
the University of Kentucky Center for Businessand EconomicResearch(UK-
CBER) to conduct the analysis. The result was the following study of the
economicandfiscal impactsof theKentuckyequineindustry.

Theprincipal findingsof thestudyarelisted below.Whenanalyzingthese
results,however,note that this study was designedto capturethe activity of
horsebreeders,owners,trainers,boarders,andfarriers,aswell asbusinessesthat
offer trail riding and lessons.The study also was designedto measurethe
activities of equine auction housesand Kentucky’s major equine tourism
attractionsincluding racetracks,the Kentucky Horse Park and the Kentucky
DerbyMuseum.Together,theserepresenta greatmajority of theoverallactivity
of theKentuckyequineindustry,

But, due to thescopeof the study, someportionsof theindustry arenot
reflectedin theresultsbelow. Resultsbelow do not reflect theactivity of larger
businessesengagedin providing equineveterinarian,transport,andbusiness
services.Results also do not reflect the activity of smaller equine tourism
businessesandhorseshows.A study that also capturedtheseportionsof the
industry would show somewhathigher economicand fiscal impacts thanare
presentedbelow.

Theprincipalfindingsof thestudywere:

A surveyof horseowners,breeders,trainers,borders,farriers,and
riding trail operatorswas usedto estimatethat 180,000horsesresidein

The Kentucky Horse Council 1
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Kentucky.This figure is somewhatof an underestimatesince it excludes
horsesthatresideatracetracks.

• Equine industry expendituresincluding horseowners, breeders,
trainers,boarders,and relatedindustrieswereestimatedat$1.41 billion in
2002. Otherequineservicesandequinetourismbusinesseswereestimated
to addalmostanother$600million in expenditures.

• The direct economic impact after adjusting for sales between
Kentuckyequinebusinessesandhouseholdswasestimatedat$1.13bfflion.

• The direct impactis combinedwith economic“multipliers” to yield
the overall impacton theKentuckyeconomyin 2002. The total economic
impact was estimatedat $1.77 billion. Associatedwith this economic
impactwas an employmentimpactof 31,800 jobs with earningsof $630
million.

• The tax revenueimpactfrom sales,income,andoccupationtaxes,
alongwith corporate,propertyandpari-mutueltaxespaid by the equine
industrywasestimatedat$102.6million.

TheKentuckyHorseCouncil 2
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I. Introduction

The economicimpactof the Kentucky equineindustry in Kentucky is
generally acceptedby citizens and policy makers to be substantial,but the
magnitude of this impact is perhapsnot fully appreciated. Further, the
importanceof other equine industries,such as veterinary, specializedfeed,
tourism attractions,transportation,horseboardingand riding businesses,and
other industry support services,are evenless well known. An evaluationof
equineindustryactivity couldaid in achievinga bettercomprehensionof these
impacts, as well as illustrate to the general public the significanceof this
industry. This studyprovidessuchan evaluation,anddoesso by performing
threefundamentaltasks:ascertainingthe numberof horsesin Kentucky, and
quantifyingtheoveralleconomicandfiscal impactof theequineindustry.

TheKentuckyHorseCouncil accepteda bid by theUniversityof
KentuckyCenterof BusinessandEconomicResearch(CBER)to providethis
reportbasedona carefulandconservativesurveyandimpactcalculation
methodology.Thefirst taskof thisstudywasto determine,throughresearchand
estimation,thenumberof horseslocatedin thestateof Kentucky. Thisnumber
wasestimatedusingtheresultsof a comprehensiveCBERsurveyof horse
owners,breeders,andothersthatwould househorses,andthencheckedthrough
comparisonwith existingdatasuchasfrom theU.S.Departmentof Agriculture.

Thesecondtaskwasto assessthecontributionof theequineindustryon
tourism. This tourism impact occurs at major organizations,such as the
Kentucky HorsePark,but also occursat smallerequine industry institutions
suchasriding and trainingestablishmentsthat are likely to havebeenincluded
in the recreationbusinesscategoryin previousstudies. With the quality and
reputationof theequineindustry in Kentucky,theseestablishmentscanattracta
substantialnumberof customersfrom otherstates,particularly for specialized
activitiessuchasclassesandcamps.

Thefinal taskwasto quantifytheeconomicandfiscal impactof theequine
industry. Spendingandemploymentsupportedby out-of-statesales,andnetof
double-countingissues,wasthe direct economicimpactof theequineindustry
on the Kentucky economy. Tourism activity was then added to this direct
impactto yield thetotal directimpact. Thedirectimpactis theprincipal impact
of theequineindustryon the economy,and is certainlythemorevisible partof
the industry’s impact. However, thereis also an additional indirect impactor
“multiplier effect” which occursasmoneyattractedto the stateby the equine
industry circulatesfurther in the economy. The total impact of the equine
industry is the sum of the direct impactand the “multiplier effect.” Fiscal

TheKentuckyHorseCouncil 3
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impacts are driven by businesstaxes,sales,and income taxes. These fiscal
impactswerecalculatedalongwith thetotaleconomicimpacts.

The Kentucky Horse Council 4
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IL EquineIndustry Survey

This study was designedto identify the numberof horsesthat residein
Kentucky and the economicimpactof the industry, which principally results
from horseowners,breeders,trainers,boarders,and relatedbusinesses.The
informationnecessaryto estimatetheseimpactsis notfor themostpartavailable
from existingpublisheddata,and therefore,neededto be gathereddirectly. To
this end, the UK Center for Businessand Economic Researchdesignedand
administereda mail surveyof equineindustry businesses.The surveyform is
presentedin Appendix1.

As canbe seenfrom Appendix 1, the surveyaskeda variety of detailed
questionsregardingthe numberof horsesthat resideat eachbusiness.The
surveyinquiredaboutthetypesof revenuefor eachbusiness,aswell asthetypes
of expendituresandemployment

The survey begins by asking whether the respondentsare active
participantsin thehorseindustry. The respondentswho fit this category(who
answeryesto thisquestion)areaskedto completetherestof thesurvey.All but
a handful of the more than200 respondentsansweredyesto this preliminary
question.

Question 1 inquired aboutthe activities of horseindustry participants
respondingto thesurvey. Theparticipantswereaskedto indicatetheirprimary
activity and otherequine-relatedactivities. The activity categoriesare: horse
owneror lessee,horsebreeder,horsecompetitor,horsetrainer,horsestablingor
boarding,riding lessonprovider, farrier,andprovider of otherservices.Table 1
below shows the primary activity of survey respondentswho answeredthis
question.

As revealedin Table 1, over half of therespondents(57%) indicatedthat
theirprimaryactivity wasbeinga horseowner(or lessee).More thanone-quarter
(28%)of respondentsindicatedthattheir primaryactivity wasasa breeder,while
5 percentindicatedthat their primary activity was as a competitor(racing or
other equestrianevents),and another 5 percent indicatedhorsestabling or
boardingastheprimaryactivity.

The Kentucky HorseCouncil 5
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TABLE 1: PrimaryActivity ReportedBy SurveyRespondents.
ExpenditureCategory Number Percentof

Total
HorseOwner 116 57%
HorseBreeder 57 28%
HorseCompetitor(racingor 11 5%
otherequestrianevents)
Stablingor Boarding 13 6%
Other(riding lessonprovider, 8 4%
farrier,horsetrainer,other).
Total 205
Source:CBERSurveyof theEquirteIndustry

100.0%

Thesecondquestionaskedfor thegrosstotalhousehold/businessincome
in 2002andtherespondentswere givenfive rangesof incomelevels. The third
questionaskedparticipantsto indicatethebreedsof horsesprimarily housedat
their business,thenumberof horsesof eachbreed,andthe uses/disciplinesof
the horses.Thebreedslisted on thesurveywere:Thoroughbred,QuarterHorse,
Standardbred,Arabian, Paint, Saddlebred,Appaloosa,Rocky Mountain Horse,
TennesseeWalking Horse, Morgan, and other. The useslisted are: racing,
showing,othercompetition,recreation,work, andother.Resultsof this question
wereutilized to estimatethenumberof horsesresidingin Kentucky.

The fourth question asked respondentsto estimatethe gross income
earnedfrom horsesor equine-relatedactivities. Theactivities listed were: stud
fees, horseleasing,horsesales,riding lessons,boardingor stabling, training,
shoeing/farrier,trail riding, andother. Thequestionalsoaskedfor an estimate
of gross income earnedfrom prizesand purses. The respondentsneededto
specifywhetherincomewasearnedfrom activitiesin Kentuckyor in otherstates.
This questionwaskey in determiningtheextentof equinebusinessrevenuethat
representsnew income for Kentucky versus transactionsbetweenpairs of
Kentuckybusinesses.

The fifth questionwas the most detailedand asked for estimatesof
operating expensesthat are horse-relatedor in support of equine related
activities. Therespondentsweregivenmultiple categoriesandaskedto estimate
their expendituresin eachcategory.Onekey question,for example,askedabout
thewagesandbenefitspaidin theequineindustry.Therespondentswere asked
to specifywhetherexpenditureswere connectedto activities in Kentuckyor to
activities in other states.Data on Kentucky expendituresform the basis for
estimatingtheeconomicimpactoftheequineindustry.

The Kentucky Horse Council 6



Thesixth questionaskedfor thenumberof employeesrelatedto thehorse
industry on the payroll during 2002. More specifically, it askedfor the total
numberof full-time year-roundemployees,full-time seasonalemployees,part-
time employees,andvolunteersor family membersnot receivingwages. These
questionswere thenutilized to determinethepaid employmentamongequine
businessesin Kentucky. The last questionaskedfor the zip code where the
respondentis located.

TheSample

A sampleof equinebusinesseswasassembledbasedon existingmailing lists
or registries for equinebusinessesand horseenthusiastsin Kentucky. The
researchteamusednumerousbreedassociationsassourcesfor thesample.

Thefollowing is anenumerationof all theassociations(lists) used:

• KentuckyNaturalGaitedHorseAssociation
• KentuckyHorseCouncil
• PintoHorseAssociationof America
• UnitedStatesTrottingHorseAssociation
• KentuckyThoroughbredAssociation
o PasoFino HorseAssociation
• KentuckyQuarterHorseAssociation
• KentuckyThoroughbredFarmManagers’Club
• UnitedProfessionalHorsemen’sAssociation
• AmericanHaflingerAssociation(KentuckyOwners)
• AmericanHackneyHorseSociety
• DraftHorseAssociation(BelgianandClydesdale)
• AmericanMiniatureHorseAssociation
• AmericanMorganHorseAssociation
• Trails& Stablesfrom KentuckyHorseCouncilListing
• AppaloosaHorseClub
• KentuckyArabianAssociations
• AmericanSaddlebredHorseAssociation
• AmericanPaintHorseAssociation
• TennesseeWalkingHorseBreeders& ExhibitorsAssociation

Theresearchteamcombinedall of theinformationfrom theabovementioned
associations.A numberof horseowners,breeders,and thelike are includedin
multiple lists, particularly largeroneswith a variety of activities.Thisbeingthe

The Kentucky HorseCouncil 7
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case,extensiveeffortsweremadeto checkfor duplicatesamongthevariouslists.
The resultwasa universeof more than11,000 equineindustryparticipantsfor
sampling.

Next, a random sampleof 1,000 entries was drawn for surveying. A
questionnairewasmailedto theseto these1,000participants.After onemonth,a
secondmailing was conductedincluding all the non-respondentsto the initial
mailing andexcludingbadaddresses(approximately50).Theresponserateafter
thetwo mailingswas24 percent,a typicalresponseratefor a mail survey.

The Kentucky HorseCouncil 8
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III. Estimateof Number of Horses

Official equinecensusesareconductedby the United StatesDepartment
of Agriculture aspartof the Censusof Agriculture conductedeveryfive years.
Themostrecentcensuswasconductedin 2002,with resultsdueto bereleasedin
the spring or summerof 2004. In the absenceof more recentdata,the 1997
Censusof Agriculture figure of 95,932is themost-oftencitednumberpertaining
to thenumberof horseslocatedin thestateof Kentucky. It mustbenotedthat
the Censusof Agriculture only countshorsesthat are locatedon farms.1 All
farms that receivea censusform are requiredby law to respondto the census
even if they did not operatea farm in the surveyyear. Table 2 displays the
numberof horsesandponiesfrom thelastthreeCensusesof Agriculture. What
the Censusof Agriculture figure fails to captureare the horses,ponies,and
mules, that are not locatedon a farm. Hence, the censusfigure most likely
significantly understatesthe actual number of equine located in a given
geography.

Item
TABLE 2: Censusof Agriculture Equine Statistics

1997 1992

As partof theCBER surveysentto horsefarmsandhorseownersin the
state,respondentswere asked to identify how many horsesthey owned by
breed. Giventhesampleusedin distributingthesurvey,surveyresultscaptured
horseshousedat businesses,households,and small farms as well as farms
included in the Censusof Agriculture Census. This methodologyprovidesa
sounderestimateof theactualnumberof equinelocatedin thestate. In 1998,the
National Agricultural StatisticsService (a division of the U.S. Departmentof
Agriculture) updatedthe1997Censusof Agriculture farmcensusto producean
estimateof the numberof all equinein the United Statesas well as in each
individual state. This reportprovidesanestimateof all horsesnot on farmsin
addition to thosethatare locatedon farms.2 This procedurefor estimatingtotal
equinestockswascompletedin both1998and1999. Table3 showsthis estimate
for Kentuckyin 1998 and1999.

TheCensusof Agriculturedefinesafarmas“...a placewhichproducedandsold,or normally

would haveproducedor sold,$1,000ormoreof agriculturalproductsduring...” thesurveyyear.
UnitedStatesDepartmentof Agriculture,1997Censusof Agriculture.
2 completemethodologyfor obtainingthe totalequineinventorycanbefound at

http://www.usda.gov/nass/pubs/reportname.htm#equine.

1987

Horsesandponies,inventory(farms) 13,400 12,370 15,168

Horsesandponies,inventoly (number)
Source:1997Censusof Agriculture,U.S. Department

95,932 78,083
of Agriculture

89,902
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TABLE 3: Total EquineEstimatesfor theU.S.andKentucky
United States Kentucky

1998 5,250,400 150,000
1999 5,317,400 155,000
Source:UnitedStatesDepartmentof Agriculture,NationalAgriculturalStatisticsService

In addition to the equinecountsproducedby the National Agricultural
StatisticsService,theAmericanHorseCouncil commissioneda studyin 1997to
assesstheeconomicimpactof theequineindustryatthenational,aswell asstate,
level. This study, conducedby theBarentsGroup,alsoproducedequinehead
countsatthenationalandstatelevel. As of thereleaseof the study,therewere
anestimated150,000headof equinein Kentucky.3

Resultsfrom theUniversityof KentuckyCBEREquineSurveyprovideda
result that was higher than, but consistentwith the results of the National
Agricultural Statistics Service and American Horse Council (BarentsGroup)
study. Higher results from the CBER study reflect the developmentof the
comprehensivemailing list describedabove. CBER study results,after being
scaledaccordingto the sampling methodologyoutlined earlier, provided an
estimateof approximately180,000 headof equinein Kentucky. This estimate
includeshorsesof all breeds,and includesan estimated67,000Thoroughbreds.
This estimate,like the U.S. Departmentof Agriculture and BarentsGroup
estimates,includesbothequinelocatedon andoff of farms. TheCBERsurvey
results, however, would not capture the number of horses that reside at
Kentucky racetracksat any one time. Estimatesalso were broken out by
CongressionalDistrict, asis seenin Table4.

TABLE 4: Total Equine Estimates for Kentucky and by Kentucky
CongressionalDistrict _________________

Number of Horses
Total 180,000
CongressionalDistrict 1 20,000
CongressionalDistrict2 21,000
CongressionalDistrict 3 5,000
CongressionalDistrict 4 21,000
CongressionalDistrict 5 12,000
CongressionalDistrict 6 100,000

Source:UnitedStatesDepartmentof Agriculture,NationalAgricultural StatisticsService

~AmericanHorseCouncil,TheEconomicliii pactoftheHorseIndustryin the UnitedStates.This
studycanbeorderedathttp://www.horsecouncil.org/statistics.htm
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Kentucky Congressional Districts

/
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IV. EquineIndustry Expenditures

Kentucky is hometo world classhorsefarms, training facifities, equine
auction venues, and equine-relatedrecreation/tourismattractions such as
racetracks.Eachof thesetypesof venuesmakessubstantialcontributionsto the
Kentuckyeconomy.Among thesecontributions,theseequinebusinessesbring
over a bfflion dollars into the Kentucky economy and supports supplier
businessesthroughoutthestate.

Such contributionsare typically measuredby calculatingan industry’s
economic impacton the state.The economicimpact in turn is driven by the
expendituresof theindustry.

This section reports on the expendituresof the equine industry in
Kentucky, providing a key measureof thesize of the industry,and forming a
basis for the economicand fiscal impact calculationsmade in the next two
sections.Therearethreemainsourcesof expendituresstemmingfrom theequine
industry.The first is theexpendituresof industryparticipantsthat were partof
our survey:owners,breeders,trainers,riding establishments,and thelike. The
secondis additionalequineservicebusinessessuchashorseauctionbusinesses
locatedin Kentucky.The third is equinerecreation/tourismbusinessessuchas
racetracks.

The principal sourcefor estimatingexpenditureswasthe CBER Equine
Industry Survey which was described earlier. Respondents provided
expendituresin thirty-five categories(seeAppendix 1) including workerwages
and benefits, horse purchasesand stud fees, hay and bedding, and routine
businessoperatingexpensessuchas telephoneand office supplies.Reported
expenditureswerescaledto reflect theover11,000horseindustryparticipantsin
the sample and yielding an estimateof industry expendituresby owners,
breeders,trainers,andboardersin Kentucky.

Kentucky expendituresfor 2002 arereportedin Table 5 below. Results
from the35 expenditurecategorieswere combinedinto nine groupingsthatare
reportedin Table 5: horsesupplies,horseacquisition,servicesfor horses,rider
education,competition costs, worker wages and benefits, general business
expenses,taxes,and other. Resultsshow total industry expendituresof $1.41
biffion during 2002. These expenditureswere spread widely among the
expenditurecategories.Servicesfor horsesaccountedfor 23.1 percent.Main
expenditurecategorieswithin the horseexpendituregroupingwere boarding,
training, and veterinary fees. Horseacquisition including horsepurchasesor
leasingand stud fees accountedfor 22.5 percent.Worker wagesand benefits
accounted for 18.2 percent of costs. General business expensessuch as
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advertising,insurance,utilities, office supplies,andmaintenanceaccountedfor
14.2 percentof costs.Horsesuppliessuchasfeed,bedding,andtackaccounted
for 11.2 percentof costs.Remainingcostswent to taxes,rider education,and
travelandregistrationcostsassociatedwith competitions.

The vastmajority of the expendituresin Table 5 occurredin the stateof
Kentucky. Estimatesfrom the survey indicate that nearly 92 percent of
expendituresoccurredin Kentucky.

TABLE 5: Expendituresby Type of Horse Owners, Breeders,Competitors,
Trainers,Farriers,andBoarders.
ExpenditureCategory Expenditures

(Millions $) Percentof Total
HorseSupplies $158.5 11.2%
HorseAcquisition $317.5 22.5%
Servicesfor Horses $325.7 23.1%
RiderEducation $1.9 0.1%
CompetitionCosts $39.4 2.8%
WorkerWagesandBenefits $256.7 18.2%

GeneralBusinessExpenses $200.6 14.2%
Taxes $34.0 2.4%
Other $75.9 5.4%
Total $1,410.3 100.0%
Source:CBERSurveyof theEquineIndustry

Other Equine Services
Expendituresreportedin Table 5 accountfor a largeshareof theexpendituresin

Kentucky relatedto the equineindustry, but there are others.A variety of equine
servicesbusinesseswere not includedin thesampleof industryparticipantscovered
by the CBER EquineIndustrySurvey.Horseauctionfacilities, veterinarians,equine
transportationfirms and equine businessservices firms are among the most
prominentexamples.

Expendituresof theseservicebusinessesshouldbe includedin calculationsfor
the industry. To do so, the largestparticipantsin theseadditionalserviceindustries
weresurveyedregardingexpenditures,or estimatedexpendituresindependently.For
thehorseauctionbusinesses,informationwasgatheredaboutsalesin Kentuckyat the
auctionsof Keeneland,Fasig-Tipton,andTattersalsduring 2002.CBERestimatedthat
7 percentof thesesalesrepresentedrevenueto theauctionhousesbasedon entry fees
andstandardcommissions.Usingthis approach,weestimated$560million in equine
salesand$39million in revenueto supporttheexpendituresofhorseauctionhouses.

The Kentucky HorseCouncil 12
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Firms operatingin the otherequineservicessuchasveterinary,transportation,
and businessservices(loans and insurance)were contactedregardingtheir sales,
particularly to out-of-statecustomers,in order to include their exportactivities in
economicimpactestimates.Firms were contactedby e-mail aswell asby telephone.
Unfortunately, the majority of the firms surveyed declined to participate. As a
consequence,the datathat wasgatheredfrom thoseequineservicefirms willing to
participate cannot be releasedin order to protect the privacy of respondents.
Respondingfirms, however,did confirm thatKentuckyequineserviceprovidershave
customersthroughoutthe countryand abroad.Salesof servicesto thesecustomers
yield an additionaleconomicimpactfor Kentuckybeyondprovidingservicesto the
Kentucky equine owners, breeders, trainers, and riding establishmentswhose
expenditureswere discussedin Table 5. Readersshould bear in mind that the
economicimpactfiguresdevelopedin thisreportdo notreflectthat.

RecreationandTourism
There was more successin securing information from many of the major

participantsin the Kentucky equine-relatedtourism industry. Revenueandvisitor
informationwas gatheredfor severalof themajorhorseracingtracksin thestate,as
well asthreemajorequine-relatedtourismattractions:theKentuckyHorsePark,the
KentuckyDerbyMuseum,andtheKentuckyFairandExpositionCenter.

Kentuckyis hometo a numberof internationallyknownracetracks.Thusit is no
surprisethat the revenuesof racetracksaccountfor a substantialshareof equine
tourism in Kentucky. This analysis focused on the activities of Keenelandand
Churchill Downs. The finding was that thesetwo racetracks had combined betting
receipts of approximately$1 billion in the year 2002 from 1.3 million visitors.
Assuming that net revenueto racetrackswas roughly 25 percentconsideringnet
gamingrevenue,trackadmissions,andfood,drink,andretail sales,racetrackrevenue
wasestimatedto be$250miffion.

Otherequinetourismbusinessesalsobringa substantialamountof newrevenue
to Kentucky. The KentuckyHorsePark’sannualrevenuestood at $158,000,000for
2002 with an estimated850,000visitors. An estimated60 percentof thosedollars
camefrom out-of-statepatrons.The KentuckyDerbyMuseumbroughtin $3,500,000
in revenuesfor 2002with 200,000visitors. Thistouristlocationwassupportedalmost
entirely by out-of-statevisitors,asonly 10 percentof patronslived in Kentucky.The
KentuckyFair andExpo Center,which hostsexhibitions, conventions,tradeshows,
public gatherings,culturalactivities,andotherfunctions,hadtotal revenuesfor 2002
of $25,070,000and was visited by an estimatedthree million people. Of this,
approximately1 percent(of revenues)canbe attributedto horseshows,resultingin
over $250,000. The total equine-relatedtourism from thesethree attractionswas
approximately$162million.
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This figure of $162million shouldbe addedto the $250 million attributableto
racetracksto yield anestimateof $412million in spendingin Kentuckydueto equine-
relatedtourismattractions.Theseestimates,however,only includetherevenueraised
on-siteby visitors to Kentucky’s largestracetracksand otherequinerecreationand
tourism businesses.The off-site spendingof visitors also brings new income into
Kentucky,particularlyvisitors from out-of-state.Basedon thedataprovidedabove,it
is estimatedthattherewereroughly2.38 million visitors to Kentucky’smajorequine
tourismattractionsin 2002. Theaveragespendingof thesevisitorswasnotavailable
from theattractionssurveyed,but dataon averagevisitor spendingis availablefrom
the KentuckyDepartmentof Travel in the KentuckyTourismDevelopmentCabinet.
Thesefigures show the averagespendingby visitors to Kentucky attractions.The
averagespendingof Kentuckyattractionvisitors is $49.46pervisitor perdayoutside
of the attraction. Applying this figure to 2.38 million visitors yields an off-site
spendingof $118million in 2002by majorequinetourismattractionvisitors.

Combining this figure with the revenuesof racetracksand other equine
attractionsyieldsa total spendingimpactof $550 million in Kentuckyin 2002. Note
that this spendingestimatedoesnot reflect thetourismrevenuefrom horseshows,
exceptto theextentthathorseshowsmakeup aportionof theactivity attheKentucky
HorseParkand theKentuckyFair andExposition Center.Theresearchteamdid not
havesuccessin contactinghorseshoworganizers.

Employment and Wages

Employmentand wagesare associatedwith the expendituredatadescribed
abovefor equinebusinesses,racetracks,equinesales,and the off-site spendingof
tourists. Employment and wages for employees of horse owners, breeders,
competitors,trainers,farriers,andboarderswere gathereddirectly by the surveyof
the Kentucky’sequineindustry.Employmentat otherequineservicebusinesses,and
equinerecreationand tourism businesseswas estimatedbasedon the expenditure
informationreportedearlier.The Micro IMPLAN modelwasutilized to estimatethe
ratio betweenexpendituresandemployment,andexpendituresandworkerearnings
for eachof theseindustries.Theseratioswere appliedto expenditureestimatesto
yield theemploymentandwageestimatesreportedbelowin Table6.

TABLE 6: EmploymentandWagesandBenefitsin KentuckyEquineIndustry
Employment WagesandBenefits

(Millions $)
EquineBusinesses 22,900 $256.7
OtherEquineServices 500 $11.2
RecreationandTourism 14,500 $230.4
Total 37,900 $498.3

Source:CBERSurveyof theEquineIndustry,Table4, andMicro IMPLAN
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V. EconomicImpact

Theexpenditurefigurespresentedabovesuggestthat theequineindustry
hasa substantialeconomicimpacton the Kentuckyeconomy.The size of this
impact, however, depends on the extent to which spending by equine
establishmentsis newincomefor Kentucky.Calculatingthis, in turn, dependson
estimatinghow muchof theseexpendituresaresupportedby out-of-statesales
or sales to out-of-statebusinessand individuals. The amount of Kentucky
expendituresthataresupportedby out-of-statesaleswould be thedirecteffectof
theequineindustry.

Respondentsto the CBER Equine Industry Survey were asked the
percentageof their income from horsesales,boarding,stud fees, prizesand
purses,etc., that were earnedfrom activity in other states.More than $100
million in out-of-state sales were identified in this way. There was also
approximately$660 morein salesof horses,studfees,andboardingservicesin
Kentucky thanwere recordedasexpendituresfor thesein the state.4Thesetwo
findings were combinedto estimatethat roughly 68 percentof salesof survey
respondentswere to out-of-state customers.As noted early, 92 percent of
purchasesoccurredin Kentucky. Combining thesetwo figures, roughly $886
million (63 percent)of the$1,410.3million in expendituresby Kentuckyequine
businesseswas supportedby newrevenuebrought into the stateandspentin
Kentucky. This figure of $886 million is the estimatefor the direct effect of
businessescoveredby theequinesurvey.

Therewasadditionaldirecteffectfrom otherequineservices.As reported
earlier, the commissionson equinesaleswere valuedat approximately$39.4
million in 2002.All of this shouldbecountedaspartof thedirecteffect, thatis, as
new incomebroughtinto Kentucky.Thesesaleslikely would haveoccurredat
similar specializedequinesalesorganizationswhetherornot thesefacilitieswere
locatedin Kentucky.

Kentuckyrecreation/tourismbusinessessuchasracetracks,theKentucky
HorsePark, andbusinessessuchas hotelsand restaurantsthat serviceequine
touristsoff-site hadnet incomeestimatedat $550million in 2002. A substantial
portion of this income is supportedby out-of-stateresidentsrather than by
Kentucky residents. This is particularly true since Kentucky racetracksare
locatedcloseto stateborders,haveanationalor internationalreputation,orboth.
Estimatesshow that approximately33 percentof visitors to racetracksarefrom

~CBER alsoconducteda follow up surveywith asampleofrespondentsto inquiremoreaboutthe
residencyoftheir customers.Resultsfromthis surveyindicatedthatmorethanhalfof salesin Kentucky
occurredin thestatebutwasmadeto out-of-statecustomers.This findingalsowould leadtothemovement
of $600-$700million in Kentuckysalesinto theout-of-statesalescategory.
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out-of-state,alongwith 60 percentof visitorsto theKentuckyHorsePark,and90
percentof visitors to the Kentucky Derby Museum, as was reportedearlier.
Based on thesefigures, $208.4 million of the $550 million should be counted
towardsthedirecteffect.~

Basedonthis directeffect, thetotaleconomicimpactof resortparkscanbe
calculatedasin Table 7. The multiplier effect (indirect and inducedimpact) is
basedoneconomicmultipliers calculatedfor KentuckyusingtheMicro IMPLAN
model. Themultipliers ifiustratedin thetablearetheweightedaverageof those
for each of the individual expenditure categories— horse supplies, horse
acquisition,servicesfor horses,andthelike — thatmake-upthetotal expenditure
data presentedearlier. IMPLAN multipliers for other equineservice (equine
sales)businessesaretakenfrom the Micro IMPLAN model asis themultiplier
for recreation/tourism.The total economic impact from all sources,as is
indicatedin Table7, wasmorethan$1.77billion dollarsin 2002.

EmploymentandEarningsImpact

Theeconomicimpactdescribedaboveis a key measureof howtheequine
industry impacts the economy. However, there is also an employmentand
incomeimpactthataccompaniesthis economicimpacton total economicactivity.
Thissectiondiscussesthisemploymentandincomeimpact.

Table8 ifiustratesthetotal employmentandearningsimpactson thestate
economy,aswell astheeconomicmultipliers usedto calculatetotal employment
and earnings impacts from the direct effects reported in Table 7. Indirect
employmentandearningsmultipliersaredevelopedusingweightedaveragesof
Micro IMPLAN multipliers, as describedabovefor total expenditureimpacts.
Thetotal earningsimpactof theequineindustryis estimatedatover30,000jobs
andnearlytwo-thirdsof abillion dollarsof earnings.

Thisfigurealsoreflectsthattheshareof racetrackpursesthataccrueto Kentuckyownedhorses
wassubtractedfrom thetotalrevenuefor racetrackssincethis revenuewasalreadycountedin
theequinebusinessescategory.

The Kentucky HorseCouncil 17



Final Report:The2002Economicand Fiscal ImpactoftheKentuckyEquineIndustry

TABLE 7: EconomicImpact of Kentucky Equine Industry 2002.
Spending

Percentof in Indirect
Expenditures Kentucky (and

Expenditure Includedin Direct Indirect Induced) Total
($millions) Direct Effect Effect Multiplier Impact Impact

EquineBusinesses $1,410.3 63% $886.0 0.57 $504.0 $1,390.0
OtherEquineServices $39.4 100% $39.4 0.68 $26.8 $66.2
Recreation/Tourism $550.0 38% $208.4 0.52 $109.1 $317.5
Total $1,133.8 $639.9 $1,773.7

Source:Micro IMPLAN andauthor’scalculations
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TABLE 8: Employment and Earnings Impact of Kentucky Equine Industry 2002.
Direct Effect ($ Millions) Kentucky Multiplier Total Impact

EarningsImpact
($ Millions)

$495.9
$19.9

EquineBusinesses
OtherEquine
Services
Recreation/Tourism

$886.0
$39.4

$208.4

0.56
0.51

0.56 $117.3
Total $1,133.8 $633.1

EquineBusinesses $886.0

EmploymentMultiplier
(per $ Million)

26.5
EmploymentImpact

23,500
OtherEquine $39.4 23.5 900
Services
Recreation/Tourism $208.4 35.7 7,400
Total

Source:Micro IMPLAN andauth
$1,133.8

or’s calculations.
31,800

EarningsMultiplier
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VI. FiscalImpact

A significantfiscal impactis associatedwith the economicimpactof the
equineindustry. The increasesin sales and income describedabove for the
Kentucky economydue to the equine industry yield increasesin sales and
incometaxesandoccupationtaxes,aswellasothertypesof revenue.This section
wifi reviewtheincome,occupation,andsalestaxesgeneratedin Kentuckydueto
theequineindustry.Other taxesare not considered,the focusis on thesemajor
tax types.However,resultsdo considerthe corporatetax impactsandproperty
taxesreportedby participantsin the survey,as well as revenuesdue to pari-
mutuelbetting.

Table 9 reports estimatesof the revenuegeneratedby the Kentucky
equineindustry. The direct salesimpactis basedon the salesof horses(direct
salesandauctionsales),andthesalesof equinetourismbusinesses.Theshareof
thosesaleswhich is subjectto tax is estimatedandthena 6 percentsalestax is
implied. The indirectsalestax occurssincea portion of the goodsandservices
purchasesdueto the“multiplier” effectaresubjectto salestax.Thesharesubject
to tax is estimatedatapproximately40percent.A 6 percentsalestaxis appliedto
theamountsubjectto thesalestaxto estimateindirectsalestaximpacts.

The income tax impact from the equine industry is derived from the
worker earningsimpactestimatedearlier.As indicatedin Table 8, the earnings
impactwasnearlytwo-thirdsof a billion dollars. An averageKentuckyincome
tax rateof 2.75 percentis applied. This is the effective income tax rateafter
adjustingthe6 percenttop ratefor exemptions,deductions,andprogressivetax
rates.Local occupationaltax revenue,like the incometax, is basedontheincome
impact.Theaverageoccupationalwagetax calculatedfor Kentuckycountiesand
cities was estimatedat 0.9 percent.This occupationaltax ratewas applied to
incometaxesto calculatetheoccupationaltaxrate.

The survey respondentsreportedstatecorporateincome and property
taxespaid.Thesepaymentsweremultipliedby theshareof respondentsalesthat
occurredout-of-stateto estimatea corporateor propertytax impact.The pari-
mutueltaxrevenuepaidin Kentuckyis alsoaddedto thetaximpact.

The total tax impactwasthe sumof the sales,income,occupationaLand
reportedcorporateand propertytax impacts.This impact is a lower estimate,
sinceit doesnot includeanumberof miscellaneousstateandlocal taxescollected
in Kentucky.However,it includesmostmajor tax categories.The estimatedtax
impactfor2002was$102.6million dollars.
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TABLE 9: Incomeand SalesTax RevenueImpact of Kentucky Equine Industry 2002

Tax

Economic
Impact

Variable/Source
Amount of Economic
Variable ($ Millions)

Percent
Subjectto Tax

Tax Base
($ Millions)

Tax
Rate

Revenue
Impact

($ Millions)

DirectSalesTax DirectSales $781.0 100% $781.0 0.06 $46.9
IndirectSales IndirectSales $639.9 40.0% $256.0 0.06 $15.4
Tax
IncomeTax PersonalIncome $633.1 100.0% $633.1 .0275 $17.4

OccupationTax PersonalIncome $633.1 100.0% $633.1 .009 $5.7
CorporateTax Reportedon

Survey
68% $2.0

PropertyTax Reportedon
Survey

68% $7.0

Pari-MutuelTax Reportedby
Kentucky

RevenueCabinet

100% $5.2

Total Revenue $102.6
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VII. Conclusion

The equineindustry is a leadingpartof the Kentuckyagricultural sector
and the overall Kentuckyeconomy.Owners,breeders,boarders,trainers,and
equineserviceprovidersgeneratesalesandexpendituresof over$1.41billion per
year.Additional portionsof theindustrysuchasauctionhousesandracetracks
generatehundredsof miffions of dollarsin additionalrevenueandexpenditure.
Theseare largefigures given that Kentuckyhad a grossstateproductof $120
biffion in 2001.6

Thefirst stepin thestudywasto estimatethenumberof horsesthatreside
in Kentucky. The estimatewas that 180,000 horsesresidein Kentucky. This
estimatedoesnot include any horsesthat resideat racetracks.The estimateis
higher than, but consistentwith recent estimatesdevelopedby the U.S.
Departmentof Agriculture thatestimatethat 155,000horsesresidein Kentucky.

Thesurveyof theequineindustryfurther indicatedthat theexpenditures
of Kentuckyhorseowners,breeders,competitors,andequineserviceproviders
equaled$1.41 billion in 2002. Workerearningsat thesebusinessesequaled$257
million for 22,900 jobs (full-time, part-lime, and seasonal).Some of the
expendituresof theKentuckyequineindustryrepresentedpurchasesfrom other
portions of the industry, suchas one Kentucky horsefarm purchasingstud
servicesor a horsefrom anotherKentuckyfarm. After accountingfor these,and
out-of-statepurchases,the directeffect of the horseowners,breeders,farriers,
andthelike on theKentuckyeconomywasestimatedat$886miffion in 2002.The
overall directeffectof theKentuckyequineindustryrisesto $1.13billion in 2002
upon adding in the direct effect of additional equineservicessuchas horse
auctionhouses,andthedirecteffectof theequinetourismindustry.

The total economicimpact of the equineindustry including the direct
effectsdiscussedaboveand“multiplier” effectis $1.77bfflion. Therearejobs and
worker’searningsassociatedwith thisimpactof $630million, and31,800jobs.

The fiscal impactfrom Kentuckysalestaxes,income taxes,occupational
taxes,and otherswasestimatedbasedon theseeconomicimpact figures. The
estimatedfiscal impactfrom thesesourceswas$102.6million. This figure does
not includeavariety ofmiscellaneousandpropertytaximpacts.

6 Source:www.bea.gov
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